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I. Introduction 

 

Rudd and Wisdom, Inc. has been retained by the Texas Health and Human Services 

Commission (HHSC) to develop the state fiscal year 2018 (FY2018, September 1, 2017 

through August 31, 2018) premium rates for health plans participating in the Texas 

Medicaid STAR+PLUS program.  This report presents the rating methodology and 

assumptions used in developing the premium rates. 

 

STAR+PLUS is a Texas Medicaid managed care program for people who have disabilities 

or are age 65 and older. STAR+PLUS members get Medicaid health-care and long-term 

services and supports through a medical plan that they choose.  The STAR+PLUS program 

expanded to include individuals with Intellectual and Developmental Disabilities (IDD) on 

September 1, 2014 and to include individuals in a nursing facility on March 1, 2015.  There 

are thirteen STAR+PLUS service delivery areas (SDAs).  STAR+PLUS Medicaid members 

can select from at least two health plans in each SDA.  There are a total of five health plans 

serving the various SDAs throughout the state.  Effective September 1, 2017, members in the 

HHSC Medicaid for Breast and Cervical Cancer (MBCCP) program will begin getting their 

Medicaid services through managed care and will be a separate risk group in the STAR+PLUS 

program.   
 

Rudd and Wisdom has provided actuarial services to the Texas Medicaid program for over 

30 years.  We have participated in the stateôs managed care rating process since its inception 

in 1993.  This year, as in previous years, we have worked closely with HHSC in developing 

the FY2018 STAR+PLUS premium rates. 

 

Rudd and Wisdom has relied on the following data sources as provided by HHSC, the 

participating health plans and the agencyôs External Quality Review Organization (EQRO): 

 

Á Monthly enrollment by risk group for each health plan.  This includes historical 

enrollment since September 2013 and a projection of future enrollment through August 

2018.  These projections were prepared by HHS System Forecasting staff. 

Á Detailed MCO encounter data for FY2016.  The encounter data is a dataset that includes 

the detail claim information for every claim incurred during FY2016 and paid through 

November 30, 2016. The dataset includes but is not limited to (1) individual member 

information ï date of birth, risk group, health plan; (2) provider information ï type of 

provider, NPI, bill type, taxonomy code; (3) procedure information ï diagnosis, 

procedure code, claim modifier; and (4) payment information ï paid amount, billed 

amount.  This information is used to identify the providers and services which will 

receive or have received reimbursement changes in order to determine the cost impact of 

such changes. 

Á Claim lag reports by SDA and risk group for each health plan for the period September 

2013 through February 2017.  These reports were prepared by the health plans and 

include monthly paid claims by month of service.  These reports summarize the detail 

encounter data. 

Á Financial Statistical Reports (FSR) for each participating health plan for FY2015, 

FY2016 and the first six months of FY2017.  The FSR contains detailed information 

regarding monthly enrollment, revenue, incurred claims and administrative expenses, as 
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reported by the health plan.  These reports are prepared by the health plans and are 

audited by an external audit organization. 

Á Reports from the EQRO summarizing their analysis of the health planôs encounter 

claims data. 

Á Reports from the health plans providing information on high volume claimants during 

the experience period. 

Á Current (FY2017) premium rates by risk group for each health plan. 

Á Information from both HHSC and the health plans regarding recent changes in covered 

services and provider reimbursement under the Medicaid program. 

Á Information from the health plans regarding current and projected payment rates for 

certain capitated services, such as mental health and vision. 

- Subcapitated services make up less than 0.3% of total plan cost and are most 

commonly vision and behavioral health arrangements.  Information about 

these arrangements was provided by the health plans and verified with the 

FSRs.  These items were reviewed for reasonableness by comparing the 

reported expense amounts from the various health plans to those 

arrangements of other health plans.   

Á Information from the health plans regarding service coordination expenses. 

- Service Coordination expenses make up approximately 3.2% of total plan 

cost and are separate from the included administrative allowance.  

Information about service coordination expenses was provided by the health 

plans and verified with the FSRs.  These items were reviewed for 

reasonableness by comparing the reported expense amounts from the various 

health plans to those arrangements of other health plans.   

Á FY2016 acuity risk adjustment analysis provided by the EQRO for each health plan. 

Á Information from the health plans regarding current and projected reinsurance premium 

rates. 

Á Information provided by HHSC regarding FY2016 health plan claims cost by type of 

service for certain services.  This information was obtained from the encounter database. 

Á Information provided by HHSC regarding proposed FY2018 Medicaid provider 

reimbursement rates. 

Á A listing of individuals enrolled in the MBCCP program during the period September 

2012 through February 2017. 

Á Monthly fee-for-service claims data for each MBCCP member. 

After accumulating all of the information to be used in the rate setting process, a comparison of 

the various sources of claims data was performed to check for consistency.  We compared (i) the 

claim lag reports provided by the MCOs, (ii) the claim amounts reported in the FSRs and (iii) the 

claim amounts in the encounter data files.  The three data sources are compared to ensure 

consistent results such that the three are considered interchangeable in aggregate.  Although 

interchangeable in total, each data source has a unique role in the analysis.  FSR data provides 

high level summary information of claims data, subcapitated expenses, reinsurance expenses and 

administrative costs.  In some cases, this information is available at the risk group level while for 
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others it is only provided at an aggregated level.  MCO summary reports provide HHSC-

specified data points at a more granular level such as subcapitated expenses by service, claim lag 

data by service, other medical expenses and large claimant information.  The detail encounter 

data provides claim data at the most granular level including information for individual claims 

such as provider, procedure code, diagnostic information, etc.  The use of these multiple data 

sources allows for a dynamic, flexible rating model that is not constrained to the data limitation 

of a single source.    

 

All data requested by the actuary was provided by HHSC and the participating MCOs.  Although 

the above data was reviewed for reasonableness, Rudd and Wisdom did not audit the data. 

 

In addition to the review for reasonableness performed by Rudd and Wisdom, HHSC employs 

the Institute for Child Health Policy (ICHP) as an External Quality Review Organization.  ICHP 

reviews the detail encounter data and provides certification of the data quality. Below is an 

excerpt from their data certification report: 

 

Based on an administrative review, the EQRO considers the required data elements for all 

MCO/SA combinations in STAR+PLUS to be accurate, and complete, meeting the following 

components of Texas Government Code § 533.0131 for data certification purposes: 

1. The encounter data for the most recent measurement year are complete, accurate, and 

reliable. 

2. No statistically significant variability in the encounter data is attributable to 

incompleteness, inaccuracy, or other deficiency as compared to equivalent data for 

similar populations and when evaluated against professionally accepted standards. 

Based on the review of the data by the EQRO, HHSC and Rudd and Wisdom, we have 

concluded that all data sources are consistent, complete and accurate.  It is our opinion that the 

data collected for the rate development is high quality and we have no concerns over the 

availability or applicability to the FY2018 rate development.  The accumulation of data sources 

noted above have been assigned full credibility. 

 

Given the history of managed care data available for the STAR+PLUS program, the rate 

development is based exclusively on managed care data with the exception of the MBCCP 

members which will be new to managed care effective September 1, 2017.   
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II.  Overview of the Rate Setting Methodology 

 

This report details the development of the medical (acute and long term care) and 

prescription drug components of the STAR+PLUS premium rate.  The two components are 

developed separately but follow similar methodologies in their calculations.   

 

The actuarial model used to derive the FY2018 STAR+PLUS premium rates relies 

primarily on historical health plan experience.  The historical claims experience for the 

program was analyzed and estimates for the base period were developed.  Due to the 

significant differences between claim run-out patterns, different base periods were selected 

for medical and prescription drug.  The base period for the medical component was defined 

as FY2016 (September 1, 2015 through August 31, 2016) while the base period for the 

prescription drug component was defined as CY2016 (January 1, 2016 through December 

31, 2016).  The primary reason for varying the base periods between medical and 

prescription is that prescription drug claims complete much faster and therefore require 

minimal estimation of incurred but unpaid claims.  Estimates of the base period include an 

estimate of incurred but unpaid claims (IBNR).  The IBNR estimate is based on claims paid 

through February 2017 and represents the following percentage of claims by type of 

service: 

 

- Medical - 0.39% 

- Prescription Drug - 0.0% 

 

These estimates were then projected forward to FY2018 using assumed trend rates.  Other 

plan expenditures such as capitated amounts, service coordination, reinsurance costs and 

administrative expenses were added to the claims component in order to project the total 

FY2018 cost under the health plan.  These projected total cost rates were determined 

separately for each risk group for each health plan.  The results of this analysis were then 

combined for all health plans in a service area in order to develop a set of community rates 

for each service area. 

 

The managed care service areas used in the analysis were as follows: 

 

Å Bexar County Service Area (San Antonio) 

Å Dallas County Service Area (Dallas) 

Å El Paso County Service Area (El Paso) 

Å Harris County Service Area (Houston) 

Å Hidalgo County Service Area (Hidalgo) 

Å Jefferson County Service Area (Beaumont) 

Å Lubbock County Service Area (Lubbock) 

Å Nueces County Service Area (Corpus Christi) 

Å Tarrant County Service Area (Fort Worth) 

Å Travis County Service Area (Austin) 

Å Medicaid Rural Service Area - Central (MRSA Central) 

Å Medicaid Rural Service Area - Northeast (MRSA Northeast) 

Å Medicaid Rural Service Area - West (MRSA West) 

 

The risk groups (or rating populations) used in the analysis are as follows: 
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Å Medicaid Only ï Other Community Care (OCC) 

Å Medicaid Only ï Home and Community Based Services (HCBS) 

Å Dual Eligible ï OCC 

Å Dual Eligible ï HCBS 

Å Medicaid Only ï Nursing Facility (NF) 

Å Dual Eligible ï NF 

Å Intellectual and Developmentally Disabled over age 21 (IDD) 

Å Medicaid Breast and Cervical Cancer Program (MBCCP) 

 

The services used in the analysis include the following: 

 

Acute Care Services 

Å Ambulance Services 

Å Audiology Services 

Å Behavioral Health Services  

Å Birthing Center Services 

Å Chiropractic Services 

Å Dialysis 

Å Durable Medical Equipment and Supplies 

Å Emergency Services 

Å Family Planning Services 

Å Home Health Services 

Å Hospital Services - outpatient 

Å Lab, X-ray and Radiology Services 

Å Optometry 

Å Podiatry 

Å Prenatal Care 

Å Primary Care Services 

Å Specialty Physician Services 

Å Therapies - physical, occupational and speech 

Å Transplantation of Organs and Tissues 

Å Vision 

Å Inpatient Facility Services 

Å Prescription Drugs 

 

Long Term Care Services 

Å Adult Foster Care 

Å Adaptive Aids and Medical Equipment 

Å Assisted Living 

Å Emergency Response Services 

Å Home Delivered Meals 

Å Medical Supplies 

Å Minor Home Modifications 

Å Nursing Services (in home) 

Å Personal Attendant Services 

Å Therapies ï physical, occupational and speech 

Å Transition Services 

Å Nursing Facilities 
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Services specifically excluded from the analysis include: 

 

Å Dental and Orthodontia Services with the exception of a small number of dental services 

provided to STAR+PLUS HCBS waiver members 

Å Early Childhood Intervention (ECI) case management/service coordination 

Å Texas School Health and Related Services (SHARS) 

Å Health and Human Services Commissionôs Medical Transportation 

Å Tuberculosis services provided by DSHS-approved providers (directly observed therapy 

and contact investigation) 

 

All expenses related to these and any other non-capitated services are excluded from the  

FY2018 rating analysis. 

We projected the FY2018 cost for each individual health plan by estimating their base 

period average claims cost and then applying trend and other adjustment factors.  These 

adjustment factors are described in Section III.  We added capitation expenses for services 

capitated by the health plan (such as vision and behavioral health), service coordinator 

expenses for care coordination services, a reasonable provision for administrative expenses 

and a risk margin.  Attachment 2 presents a description and an example of the experience 

analysis for a sample health plan.  This type of analysis was conducted for each health plan. 

 

The analysis of base period claims experience for each health plan attempted to identify and 

adjust for any distortions in the data.  Significant variations in experience, including the 

impact from unusually large individual claims, were investigated; however, no such 

adjustments were deemed to be necessary. 

 

HHSC utilizes a community rating methodology in setting the STAR+PLUS base premium 

rates.  The base rates vary by service area and risk group but are the same for each health 

plan in a service area.  The community rates are developed by a weighted average of the 

projected FY2018 cost for each health plan in the service area.  The weights used in this 

formula are the projected FY2018 number of clients enrolled in each health plan by risk 

group.  Attachment 3 presents the summary community rating exhibit for each service area 

along with a description of the analysis. 

 

The base community rate in each service area was adjusted to reflect the health status, or 

acuity, of the population enrolled in each health plan.  The purpose of acuity risk adjustment 

is to recognize the anticipated cost differential between multiple health plans in a service 

area by analyzing the health status of their respective memberships.  Additional information 

regarding risk adjustment is included in Section III below under Risk Adjustment and in 

Attachments 9 and 10. 

 

The final FY2018 premium rates were defined as the community rates with acuity risk 

adjustment for acute care services, pharmacy services and long term care services.  This is 

the same methodology that was used during the FY2017 STAR+PLUS rate development 

with the exception that the long term care component of the premium has been risk adjusted 

for FY2018.  HHSC, the EQRO and the participating STAR+PLUS health plans having 

been working closely together in developing a risk adjustment model to be applied to the 

long term care component of the premium.  The methodology applied in the FY2018 rate 
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development is the first step in this process which is ongoing and will continue to be refined 

for future rate developments. 

 

Please note that the Dual Eligible risk groups include combined long term care experience 

for the STAR+PLUS and Dual Eligible Demonstration populations in order to calculate a 

single base rate that is applicable to both programs.  This combined approach has been 

approved by CMS for past rate developments and has been utilized since the inception of 

the Dual Eligible Demonstration project.  For FY2018 rating purposes the combined 

experience is treated equally throughout the rating process ï base period, long term care 

trend analysis, rate adjustments and risk adjustment.  Per CMSôs direction this approach 

will be reevaluated for the FY2019 rate development.   
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III . Adjustment Factors 

 

This section contains a description of the adjustment factors used in the FY2018 

STAR+PLUS rate setting process. 

 

Trend Factors - Medical 

 

The rating methodology uses assumed trend factors to adjust the base period claims cost to 

the projection period.  The trend factors used in this analysis are a combination of 

utilization and inflation components.  The projected trend rate assumptions were 

developed by the actuary based on an analysis of recent experience under the various 

health plans.  A single trend assumption applied to all service areas but varies by risk 

group, type of service and projection year (FY2017 and FY2018). 

 

The trend analysis included a review of health plan claims experience data through 

February 2017.  Based on this information, estimates of monthly incurred claims were 

made through December 2016.  The claims cost and trend experience was reviewed 

separately by service area and risk group.  The service area trends were then combined into 

a statewide average using a weighted average formula with estimated incurred claims as 

the weights. All historical trends have been calculated as the average cost per member per 

month during a specified time period (monthly, quarterly or annually) compared to the 

same time period from the prior year. For example, the FY2016 trend has been calculated 

as the change in average cost per member per month during the period September 1, 2015 

through August 31, 2016 (FY2016) compared to the average cost per member per month 

during the period September 1, 2014 through August 31, 2015 (FY2015). The experience 

trends for all time periods were adjusted to remove the impact of provider reimbursement 

changes and other revisions that have impacted the cost of the program.   

 

The FY2017 trend assumptions were developed from two components: (i) the actual 

estimated trend for the period September 2016 through December 2016 and (ii) the 

projected trend for the period January 2017 through August 2017.  The trends for the final 

eight months of FY2017 were projected using experience data from FY2014 (3/10 

weight), FY2015 (3/10 weight), FY2016 (3/10 weight) and the first four months of 

FY2017 (1/10 weight). The weighting of each time period was based on the number of 

months within each time period.  

 

The FY2018 trend assumptions were then developed from a simple average of the FY2014 

trend, FY2015 trend, FY2016 trend and FY2017 trend.   

 

The nursing facility trend assumptions were developed from an analysis of nursing facility 

claims previously paid on a fee-for-service basis.  Based on this analysis, the FY2017 and 

FY2018 trend assumptions were developed as the average of the trends for the periods 

(FY2012, FY2013, FY2014 and FY2015).  Only claims incurred prior to the carve-in of 

nursing facility services on March 1, 2015 were considered for the FY2015 experience 

period.  Nursing facility claims after March 1, 2015 were not considered in the trend 

analysis due to the transition of these members to the managed care delivery model.   

 

Attachment 4 is a summary of the trend analysis.  The chart below presents the assumed 

annual trend rates for FY2017 and FY2018. 
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 FY2017 FY2018 

Acute Care  

Medicaid Only - OCC 2.9% 1.5% 

Medicaid Only - HCBS 0.3% -0.4% 

IDD 2.9% 1.5% 

Medicaid Only - NF 0.3% -0.4% 

 

Long Term Care 

Medicaid Only - OCC 7.8% 5.2% 

Medicaid Only - HCBS 2.1% -1.0% 

Dual Eligible - OCC 5.5% 2.7% 

Dual Eligible - HCBS 4.4% 1.7% 

Medicaid Only - NF 3.0% 3.0% 

Dual Eligible - NF 3.0% 3.0% 

 

Trend Factors - Pharmacy 

 

The rating methodology uses assumed pharmacy trend factors to adjust the base period 

(CY2016) claims cost to the rating period (FY2018).  The trend rate assumptions were 

developed by the actuary based on an analysis of recent pharmacy claims experience under 

the STAR+PLUS program and the actuaryôs professional judgment regarding anticipated 

future cost changes.  The trend rate assumptions vary by risk group but are the same for all 

service areas. 

 

The trend analysis included a review of STAR+PLUS utilization and cost experience data 

paid through March 2017.  Utilization (days supply per member) and cost per service (plan 

payments per days supply) statistics were developed by risk group and drug type (brand, 

generic and specialty) through February 2017.  From this experience, the average annual 

utilization and cost per service were determined for each of the five 12-month periods 

ending February 2017. 

 

Only those drugs covered under the capitated arrangement are included in the trend 

analysis.  Anti-viral agents used for the treatment of Hepatitis C virus and the drug 

Orkambi are not included in the analysis as those drugs are carved out of the managed care 

contract.  In addition, experience for the drugs Tamiflu and Makena were removed from 

our trend analysis.  Tamiflu was removed due to the significant variation in the intensity of 

flu season from year to year.  Makena was removed due to its one-time distortion of 

pharmacy trends for pregnant women.  Please note that while excluded from the pharmacy 

trend analysis, the historical claims for Tamiflu and Makena were included in the base 

period experience used in developing the pharmacy component of the rates. 

 

The STAR+PLUS pharmacy trend assumptions for the remainder of FY2017 and all of 

FY2018 were developed by risk group using the following formula.  For the OCC and 

HCBS risk groups, the utilization and cost per service trend assumptions were set equal to 

one-sixth of the experience trend rate for the 12-month period ending February 2015 plus 

two-sixths of the experience trend rate for the 12-month period ending February 2016 plus 

three-sixths of the experience trend rate for the 12-month period ending February 2017.  

For the IDD and NF risk groups, since they only entered STAR+PLUS in September 2014 
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and March 2015, respectively, their trend assumption is based solely on the most recent 

12-month period.  The final cost trend assumptions were then determined by applying the 

assumed utilization and cost per service trends by individual drug type to actual experience 

for the 12-month period ending February 2017 and combining the results into a single 

trend assumption for each risk group. 

 

Exhibit D in Attachment 4 includes a summary of the pharmacy trend analysis for 

STAR+PLUS.  The chart below presents the assumed annual pharmacy trend rates 

applicable for the period 1/1/2017 through 8/31/2018. 

 

    OCC  HCBS  IDD  NF   

             

All SDAs  6.0 %   6.1 %  2.4 %  0.0 % 

 

Please note that the MCOs were provided a detailed trend analysis file which included the 

historical utilization and cost experience as well as all of the formulas and assumptions 

used in developing the trend assumptions. 

 

Provider Reimbursement Adjustments ï Acute Care 
 

Medicaid provider reimbursement changes were recognized for the following services: 

hospital inpatient reimbursement revisions, potentially preventable readmission 

reimbursement reductions, potentially preventable complications reimbursement 

reductions, therapy reimbursement revisions, therapy policy revisions, radiology 

reimbursement reductions, and labor and delivery surgery revisions 

 

The rating adjustments for these provider reimbursement changes were calculated by 

applying actual health plan encounter data to the old and new reimbursement bases and the 

resulting impact determined.  Attachment 5 presents a summary of the derivation of these 

adjustment factors. 

 

Elimination of the NorthSTAR Program 

 

Effective January 1, 2017 the NorthSTAR program was discontinued.  Historically the 

NorthSTAR program provided all behavioral health services for Medicaid clients residing 

in the Dallas service area.  Due to the elimination of the NorthSTAR program, behavioral 

health services are now carved into the STAR+PLUS program for the Dallas service area 

as with all other service areas.  As a result, it is necessary to adjust the Dallas service area 

base period data to include these behavioral health services.  Exhibit H of Attachment 5 

presents a summary of these adjustment factors. 

 

IMD Cost Removal 

 

By regulation, cost for managed care members ages 21 through 64 who have an IMD stay 

in excess of 15 days during a month may not be used in the rate development.  Claims data 

for all such members has been identified and removed from the rate analysis.  A summary 

of the derivation of these adjustment factors is presented in Attachment 5 - Exhibit I.1 for 

medical services and Exhibit I.2 for pharmacy services.  
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FQHC Wrap Payment Removal 

 

Effective September 1, 2017, MCOs are no longer required to reimburse FQHCs the full 

encounter rate.  The MCO will be expected to reimburse FQHCs at a rate that is 

comparable to the reimbursement of all other non-FQHC providers providing similar 

services.  Subsequently, the FQHC will be reimbursed up to their full encounter rate 

outside of the capitation rate.  The rating adjustment was calculated by repricing all FQHC 

claims at the fee-for-service equivalent paid for non-FQHC providers for the same 

services.  The difference between the full encounter rate and this estimated fee-for-service 

equivalent was assumed to be the wrap payment that is no longer covered under the 

capitation rate.  Exhibit J of Attachment 5 presents a summary of the derivation of these 

adjustment factors. 

 

Community First Choice Initiative (CFC) 

 

Effective June 1, 2015, Texas implemented a CFC initiative within the STAR+PLUS 

program that expanded access to certain habilitation and attendant care services.  As a 

result of CFC, Texas will receive an enhanced federal medical assistance percentage 

(FMAP) on CFC eligible clients and services.  Attachment 6 along with Attachment 12 

detail the development of (1) the CFC adjustment factors applied to the base period and (2) 

the CFC portion of the premium eligible for an enhanced FMAP. 

 

Removal of STAR+PLUS Members Under Age 21 

 

Effective November 1, 2016 STAR+PLUS members under age 21 were removed from the 

STAR+PLUS program and enrolled in the STAR Kids program.  Attachment 7 presents a 

summary of the adjustment factors applicable to the base period data as a result of this 

eligibility change.   

 

Carve in Relocation Services 

 

Effective September 1, 2017 relocation services will be carved into the STAR+PLUS 

program.  Currently relocation services which assist Medicaid-eligible nursing facility 

residents to relocate from nursing facilities to community-based settings, are carved out 

and reimbursed through the Fee-for-Service program.  This adjustment impacts the nursing 

facility populations only. 

 

Risk Adjustment 

 

Several risk adjustment techniques are employed in the rate setting methodology.  

Premium rates are established separately by area of the state and risk group in order to 

recognize the inherent geographical and demographical variation in the cost of delivering 

care.  In addition, the rating methodology includes a health status adjustment. 

 

The acute care and pharmacy portions of the base community rate in each service area was 

adjusted to reflect the health status, or acuity, of the population enrolled in each health 

plan.  The purpose of acuity risk adjustment is to recognize the anticipated cost differential 

between multiple health plans in a service area by analyzing the health status of their 

respective memberships.  The risk analysis was performed by the University of Floridaôs 
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Institute for Child Health Policy (ICHP).  The methodology used to incorporate the acuity 

risk adjustment is the Chronic Illness and Disability Payment System (CDPS).  Additional 

information regarding this acuity risk adjustment is included in Attachment 9. 

 

Although the results of the risk adjustment analysis were reviewed for reasonableness, 

Rudd and Wisdom did not audit the risk adjustment data or the results of ICHPôs analysis. 

 

The long term care portion of the base community rate in each service area was adjusted to 

reflect the health status, or acuity of the population enrolled in each health plan.  In all 

prior STAR+PLUS rate developments, the long term care portion of the premium was not 

risk adjusted because no acuity model was readily available on which to measure the 

relative differences among the health plans.  HHSC, the EQRO and the health plans 

formed a workgroup tasked with developing a long term care acuity model.  The 

workgroup analyzed available long term care data and publicly available models and 

developed a preliminary model to be applied in FY2018.  Given this is the first year of 

implementation, the long term care acuity factors have been given 75% credibility.  

Additional information regarding this acuity risk adjustment is included in Attachment 10.  

 

Network Access Improvement Program (NAIP) 

 

Effective March 1, 2015, several health plans implemented programs aimed at improving 

network access for Medicaid members.  The NAIP is designed to further the state's goal of 

increasing the availability and effectiveness of primary care for Medicaid beneficiaries by 

incentivizing various institutions to provide higher quality, well-coordinated, and 

continuous care.  

 

Attachment 13 presents the development of the NAIP add-on amounts to be included in 

the capitation rates effective September 1, 2017 along with additional information 

concerning the NAIP program. 

 

Quality Incentive Payment Program for Nursing Facilities (QIPP) 
 

Effective September 1, 2017 HHSC will implement the QIPP program which is designed 

to incentivize nursing facilities to improve quality and innovation in the provision of 

nursing facility services, using the CMS five-star rating system as its measure of success. 

The QIPP provides enhanced payment for nursing facilities which demonstrate 

improvement on specific quality goals.   

 

Attachment 14 presents the development of the QIPP add-on amounts to be included in the 

capitation rates effective September 1, 2017 along with additional information concerning 

the QIPP program. 
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IV. Administrative Fees, Taxes and Risk Margin 

 

The rating methodology includes an explicit provision for administrative expenses.  The 

amount allocated for administrative expenses is $18.00 pmpm plus 5.75% of gross 

premium for medical services and $1.80 pmpm for pharmacy services.  This amount is 

intended to provide for all administrative-related services performed by the health plan.  

The administrative allowance for medical services is split between a fixed and variable 

component in order to allocate a larger percentage of the administrative dollars to the 

higher cost risk groups.   

 

The administrative fee amounts were determined based on a review of the administrative 

expenses of the STAR+PLUS health plans as reported in their audited Financial 

Statistical Reports (FSRs). The table below summarizes the reported administrative 

expenses for the past three fiscal years for the STAR+PLUS program. 

 

 

Avg. Administrative 

Expense 

 

All Health  

Plans 
Excluding  

Outlier 

FY13 74.10 69.99 

FY14 83.05 76.90 

FY15 83.02 78.35 

FY16 99.19 93.42 

  4 Year Average 84.84 79.66 

 

One of the health plans in the STAR+PLUS program reports administrative expenses that 

are in excess of 130% of the average of the other four participating health plans.  Because 

of this large disparity we have reported the average administrative expenses above both 

with and without this outlier.  Based on the administrative formula included in the rate 

development, the average administrative expense included in the capitation rates (medical 

and pharmacy combined) is approximately $86 which is in line with the historical 

averages.  This formula is reviewed annually to ensure consistency with the reported 

administrative costs. 

 

The premium rates also include an amount for premium tax (1.75% of premium), 

maintenance tax ($0.06 pmpm) and a risk margin (1.75% of premium).  The premium tax 

and maintenance tax are based on Texas Department of Insurance requirements. 

 

The capitation rates included in this document do not include provision for the 

Affordable Care Act (ACA) Health Insurance Providers Fee.  HHSC will develop and 

implement a procedure for reimbursing the health plans for (i) the ACA Health Insurance 

Providers Fee, (ii) any applicable federal income tax impact resulting from payment of 

the ACA Health Insurance Providers Fee and (iii) any applicable state premium tax 

impact resulting from payment of the ACA Health Insurance Providers Fee.  Such 

reimbursement will be provided separately based on a CMS-approved methodology. 
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V. Summary 

 

The chart below presents the results of the FY2018 STAR+PLUS rating analysis and 

includes all components of the premium ï acute care, long term care, prescription drugs 

NAIP and QIPP.  Texas is eligible for an enhanced FMAP rate for CFC services.  

Attachment 12 details the development of the CFC component of the total premium rate.   

 

Health Plan 

 

Medicaid 

Only 

 

Medicaid 

Only 

 

Dual 

Eligible 

 

Dual 

Eligible 

OCC HCBS OCC HCBS 

         Monthly Premium Rates 

        

         Amerigroup - Bexar 

 

$1,308.30  $4,364.92 

 

$365.54  $1,989.10 

Molina - Bexar 

 

1,112.96  3,735.23 

 

372.14  1,893.19 

Superior - Bexar 

 

1,392.21  4,199.87 

 

424.35  1,957.32 

Molina - Dallas 

 

1,391.19  4,188.08 

 

364.07  1,767.51 

Superior - Dallas 

 

1,310.35  4,185.64 

 

339.38  1,761.20 

Amerigroup - El Paso 

 

1,346.75  4,125.26 

 

470.49  1,878.39 

Molina - El Paso 

 

1,530.82  4,044.30 

 

523.51  1,978.41 

Amerigroup - Harris 

 

1,491.49  4,975.34 

 

333.60  1,932.80 

Molina - Harris 

 

1,397.37  4,791.64 

 

330.41  1,960.33 

United - Harris 

 

1,741.94  4,815.25 

 

356.07  1,977.68 

Health Spring - Hidalgo 

 

1,832.90  4,295.18 

 

952.49  2,286.24 

Molina - Hidalgo 

 

1,816.56  4,430.77 

 

882.30  2,251.34 

Superior - Hidalgo 

 

1,958.20  4,544.18 

 

1,109.95  2,282.44 

Amerigroup - Jefferson 

 

1,199.57  4,387.10 

 

274.13  1,674.87 

Molina - Jefferson 

 

1,245.97  3,817.59 

 

259.78  1,603.59 

United - Jefferson 

 

1,435.59  4,218.73 

 

161.63  1,524.22 

Amerigroup - Lubbock 

 

1,178.57  3,539.42 

 

144.53  1,401.05 

Superior - Lubbock 

 

1,132.53  4,075.09 

 

170.72  1,471.93 

Superior - Nueces 

 

1,447.72  4,021.21 

 

551.48  1,980.53 

United - Nueces 

 

1,587.00  4,262.79 

 

441.66  1,946.75 

Amerigroup - Tarrant 

 

1,426.21  4,353.09 

 

266.00  1,668.24 

Health Spring - Tarrant 

 

1,219.60  4,197.16 

 

225.23  1,715.59 

Amerigroup - Travis 

 

1,289.46  4,755.69 

 

319.81  1,784.48 

United - Travis 

 

1,292.61  4,695.90 

 

185.00  1,750.06 

Superior - MRSA Central 

 

1,196.88  4,082.14 

 

233.25  1,743.94 

United - MRSA Central 

 

1,122.49  4,441.66 

 

229.78  1,815.73 

Health Spring - MRSA Northeast 

 

1,099.11  3,780.01 

 

214.76  1,589.54 

United - MRSA Northeast 

 

1,221.68  4,214.99 

 

212.02  1,501.10 

Amerigroup - MRSA West 

 

1,125.17  3,989.78 

 

251.68  1,561.57 

Superior - MRSA West 

 

1,231.55  3,716.31 

 

253.28  1,511.84 
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Health Plan 

 

Medicaid 

Only 

 

Dual 

Eligible 

 

IDD 

 

 NF NF Over 21 MBCCP 

         Monthly Premium Rates 

        

         Amerigroup - Bexar 

 

$7,561.42  $4,848.45  $871.27  $2,154.52 

Molina - Bexar 

 

7,561.42  4,848.45  710.98  2,154.52 

Superior - Bexar 

 

7,561.42  4,848.45  1,025.54  2,154.52 

Molina - Dallas 

 

7,774.31  4,807.76  690.28  2,264.84 

Superior - Dallas 

 

7,774.31  4,807.76  695.72  2,264.84 

Amerigroup - El Paso 

 

7,419.45  4,529.87  1,368.51  1,838.23 

Molina - El Paso 

 

7,419.45  4,529.87  1,487.11  1,838.23 

Amerigroup - Harris 

 

7,547.53  4,689.70  917.80  2,391.52 

Molina - Harris 

 

7,547.53  4,689.70  885.63  2,391.52 

United - Harris 

 

7,547.53  4,689.70  1,039.92  2,391.52 

Health Spring - Hidalgo 

 

7,666.58  5,127.72  795.48  2,293.47 

Molina - Hidalgo 

 

7,666.58  5,127.72  988.07  2,293.47 

Superior - Hidalgo 

 

7,666.58  5,127.72  1,056.06  2,293.47 

Amerigroup - Jefferson 

 

7,300.65  4,488.53  825.20  2,894.88 

Molina - Jefferson 

 

7,300.65  4,488.53  770.40  2,894.88 

United - Jefferson 

 

7,300.65  4,488.53  930.30  2,894.88 

Amerigroup - Lubbock 

 

7,231.19  4,647.40  774.69  1,771.47 

Superior - Lubbock 

 

7,231.19  4,647.40  837.27  1,771.47 

Superior - Nueces 

 

7,075.30  4,807.73  1,078.89  2,205.78 

United - Nueces 

 

7,075.30  4,807.73  1,151.35  2,205.78 

Amerigroup - Tarrant 

 

7,281.31  4,619.67  910.62  2,332.52 

Health Spring - Tarrant 

 

7,281.31  4,619.67  737.53  2,332.52 

Amerigroup - Travis 

 

7,448.01  4,871.93  727.16  2,250.22 

United - Travis 

 

7,448.01  4,871.93  1,038.86  2,250.22 

Superior - MRSA Central 

 

6,676.91  4,580.14  888.31  2,824.81 

United - MRSA Central 

 

6,676.91  4,580.14  887.70  2,824.81 

Health Spring - MRSA Northeast 

 

7,171.55  4,595.64  804.60  2,382.83 

United - MRSA Northeast 

 

7,171.55  4,595.64  898.81  2,382.83 

Amerigroup - MRSA West 

 

7,264.46  4,728.29  891.97  1,917.72 

Superior - MRSA West 

 

7,264.46  4,728.29  879.33  1,917.72 

 

 

Attachment 1 presents additional information regarding the breakdown of the components 

of the FY2018 rates. 

 

Attachment 16 presents the required rating index summarizing the applicable sections 

from the 2017-2018 Medicaid Managed Care Rate Development Guide. 

 



 

16 

 

VI. Actuarial Certification of FY2018 STAR+PLUS Health Plan Premium Rates 

 

We, Evan L. Dial, Khiem D. Ngo and David G. Wilkes are principals with the firm of Rudd 

and Wisdom, Inc., Consulting Actuaries (Rudd and Wisdom).  We are Fellows of the 

Society of Actuaries and members of the American Academy of Actuaries.  We meet the 

Academyôs qualification standards for rendering this opinion. 

 

Rudd and Wisdom has been retained by the Texas Health and Human Services Commission 

(HHSC) to assist in the development of the STAR+PLUS premium rates for the period 

September 1, 2017 through August 31, 2018 and to provide the actuarial certification 

required under Centers for Medicare and Medicaid Services (CMS) requirements 42 CFR 

438.4. 

 

I certify that the FY2018 premium rates developed by HHSC and Rudd and Wisdom satisfy 

the following: 

 

(a) The premium rates have been developed in accordance with generally accepted 

actuarial principles and practices; 

(b) The premium rates are appropriate for the populations and services covered under the 

managed care contract; and 

 (c) The premium rates are actuarially sound as defined in the regulations. 

 

We have relied on historical experience data and program information provided to us by 

HHSC.  We have reviewed the data for reasonableness but have not audited the data. 

 

Please note that actual health plan contractor experience will differ from these projections.  

Rudd and Wisdom has developed these rates on behalf of the State to demonstrate 

compliance with the CMS requirements under 42 CFR 438.3(c), 438.3(e), 438.4, 438.5, 

438.6 and 438.7.  Any health plan contracting with the State should analyze its own 

projected premium needs before deciding whether to contract with the State. 

 

 

 
_________________________ _____________________________ 

Evan L. Dial, F.S.A., M.A.A.A. David G. Wilkes, F.S.A., M.A.A.A. 

 

 

         
_____________________________ 

Khiem D. Ngo, F.S.A., M.A.A.A. 



 

17 

VII. Attachments
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Attachment 1 

 

Summary of FY2018 STAR+PLUS Rating Analysis 

 

Exhibit A. This exhibit presents summary information regarding the FY2018 rates.  Included on 

the exhibit are current premium rates split between medical (acute care and long term care), 

prescription drug, NAIP and QIPP rates; FY2018 premium rates split between medical (acute 

care and long term care), prescription drug, NAIP and QIPP rates; and a comparison of FY2017 

and FY2018 premium rates. 

 

Exhibit B. This exhibit presents a comparison of the projected expenditures under the current 

premiums rates and the FY2018 premium rates.  The projection is split by medical, pharmacy 

and NAIP/QIPP. 
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Attachment 2 

 

Individual Health Plan Experience Analysis 

 

The following exhibits present a summary of the experience analysis performed for each health 

plan.  The exhibits in this section use hypothetical experience data from a sample health plan.  

The actual analysis is based on experience data provided by each health plan.  This data was 

checked for reasonableness by comparing to other data sources provided by HHSC, the EQRO 

and the health plan.  Below is a brief description of each of the exhibits contained in this 

attachment. 

 

Exhibit A.  This exhibit shows a sample of the monthly enrollment by risk group for the period 

September 2013 through February 2017.  All of this information was provided by HHSC. 

 

Exhibit B.  This exhibit shows a sample of a claim lag report for one risk group.  This report 

includes claim amounts by payment month and month of service.  We analyzed claims 

experience for the period September 2013 through February 2017. 

 

Exhibit C.  This exhibit shows the calculation of estimated monthly incurred claims for one risk 

group.  The report includes the following information: (i) monthly enrollment, (ii) claim amounts 

incurred in that month and paid through February 28, 2017, (iii) estimated proportion of that 

monthôs incurred claims paid through February 28, 2017 (completion factor), (iv) estimated 

incurred claims, (v) estimated incurred claims pmpm and (vi) the ratio of this monthôs incurred 

claims pmpm to the same statistic from one year ago (trend factor).  The assumed completion 

factors and estimated incurred claims were derived based on the actual historical claims payment 

pattern of the health plan. 

 

Exhibit D.  This exhibit is a summary of the sample health planôs projected FY2018 cost based 

on the health planôs actual experience.  The top of the exhibit shows summary base period 

(FY2016) enrollment, premium and claims experience.  Next are projected FY2018 enrollment 

and premium based on current rates.  Trend assumptions for FY2017 and FY2018 are used to 

project the average base period claims cost to FY2018.  Adjustment factors are used to recognize 

the cost impact of benefit and provider reimbursement changes.  Combining these factors results 

in projected FY2018 incurred claims. 

 

In addition to incurred claims, provision is also made for services that are capitated by the health 

plan, such as vision and behavioral health services.  Other expenses such as those related to the 

coordination of care are included.  The cost of reinsurance is also considered.  In developing the 

cost of reinsurance, an assumption is made regarding how much the health plan is expected to 

receive in reinsurance recoveries (reimbursements from the reinsurance company for large 

claims).  We have assumed that the net cost of reinsurance (reinsurance premium less 

reinsurance recoveries) is the minimum of (a) the actual reinsurance premium rate and (b) $0.50 

pmpm.   

 

A provision for administrative expenses is included in the amount of $18.00 pmpm and 5.75% of 

gross premium.  Additional provisions are also included for premium tax (1.75% of premium), 

maintenance tax ($0.06 pmpm) and risk margin (1.75% of premium). 
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At the bottom of Exhibit D is a summary of the projected FY2018 cost based on the above 

assumptions.  Cost projections are presented separately for acute care and long term care 

services.  
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Attachment 3 

 

Community Experience Analysis ï Medical  

 

The following exhibits present a summary of the acute care and long term care experience 

analysis performed for each managed care service area.  HHSC utilizes an adjusted community 

rating methodology in setting the STAR+PLUS premium rates.  The base community rates by 

risk group vary by service area but are the same for each health plan in a service area.  The 

community rates are developed by a weighted average of the projected FY2018 cost for each 

health plan in the service area.  The weights used in this formula are the projected number of 

FY2018 clients enrolled in each health plan. 

 

Below is a brief description of the exhibits contained in this attachment.  The exhibits present the 

derivation of the FY2018 STAR+PLUS community rates for the following service areas: 

 

Exhibit A.1 ï Bexar Service Area 

Exhibit B.1 ï Dallas Service Area 

Exhibit C.1 ï El Paso Service Area 

Exhibit D.1 ï Harris Service Area 

Exhibit E.1 ï Hidalgo Service Area 

Exhibit F.1 ï Jefferson Service Area 

Exhibit G.1 ï Lubbock Service Area 

Exhibit H.1 ï Nueces Service Area 

Exhibit I.1 ï Tarrant Service Area 

Exhibit J.1 ï Travis Service Area 

Exhibit K.1 ï MRSA Central Service Area 

Exhibit L.1 ï MRSA Northeast Service Area 

Exhibit M.1 ï MRSA West Service Area 

 

These exhibits show projected FY2018 experience for each of the service areas.  These amounts 

were derived by summing amounts from each individual health plan in the service area.  The 

experience analysis for individual health plans is described in Attachment 2.  The top portion of 

the exhibit shows summary base period (FY2016) experience and projected FY2018 enrollment, 

and incurred claims experience.  

 

In addition to incurred claims, provision is also made for services that are capitated by the health 

plans, such as vision and behavioral health services.  Other expenses such as those related to the 

coordination of care are also included.   

 

The cost of reinsurance is also considered.  In developing the cost of reinsurance we make an 

assumption regarding how much the health plan is expected to receive in reinsurance recoveries 

(reimbursements from the reinsurance company for large claims).  We have assumed that the net 

cost of reinsurance (reinsurance premium less reinsurance recoveries) is the minimum of (a) the 

actual reinsurance premium rate and (b) $0.50 pmpm. 

 

A provision for administrative expenses is included in the amount of $18.00 pmpm and 5.75% of
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gross premium.  Additional provisions are also included for premium tax (1.75% of premium), 

maintenance tax ($0.06 pmpm) and risk margin (1.75% of premium). 

 

The bottom of the exhibit shows a summary of the projected FY2018 cost based on these 

assumptions. Cost projections are presented separately for acute care and long term care services.    

 

Long term care services are carved out of managed care for the IDD risk group.    As a result, 

these services are not included in the rate development for this risk group and the premium is for 

acute care services only. 

 

Community Experience Analysis ï Pharmacy  

 

The following exhibits present a summary of the pharmacy experience analysis performed for 

each STAR+PLUS service area for pharmacy services.  As with medical, HHSC utilizes a 

community rating methodology in setting the pharmacy capitation rates.  The base community 

rates by risk group vary by service area but are the same for each health plan in a service area.  

 

Below is a brief description of the exhibits contained in this attachment.  The exhibits present the 

derivation of the FY2018 STAR+PLUS pharmacy community capitation rates for the following 

service areas: 

 

Exhibit A.2 ï Bexar Service Area 

Exhibit B.2 ï Dallas Service Area 

Exhibit C.2 ï El Paso Service Area 

Exhibit D.2 ï Harris Service Area 

Exhibit E.2 ï Hidalgo Service Area 

Exhibit F.2 ï Jefferson Service Area 

Exhibit G.2 ï Lubbock Service Area 

Exhibit H.2 ï Nueces Service Area 

Exhibit I.2 ï Tarrant Service Area 

Exhibit J.2 ï Travis Service Area 

Exhibit K.2 ï MRSA Central Service Area 

Exhibit L.2 ï MRSA Northeast Service Area 

Exhibit M.2 ï MRSA West Service Area 

 

These exhibits present projected FY2018 experience for each service area and risk group.  These 

amounts were derived by summing amounts from each individual health plan in the service area.  

The experience analysis for individual health plans is described in Attachment 2.  The top 

portion of the exhibit shows summary base period (CY2016) experience and projected FY2018 

enrollment and incurred claims experience. 

 

A provision for administrative expenses is included in the amount of $1.80 pmpm.  Additional 

provisions are also included for premium tax (1.75% of premium) and risk margin (1.75% of 

premium). 

 

The bottom of the exhibit shows a summary of the projected FY2018 cost based on these 

assumptions.   

 

Information on the medical and pharmacy rate development for the MBCCP population can be
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found in Attachment 11. 
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Attachment 4 

 

Trend Analysis - Medical 

 

The FY2018 rating methodology uses assumed trend factors to adjust the base period claims cost 

to the projection period.  The trend factors used in this analysis are a combination of utilization 

and inflation components.  Separate trend factors were developed by type of service ï acute care 

and long term care services.  The projected trend rate assumptions were developed by the actuary 

based on an analysis of recent experience under the various health plans. A single trend 

assumption applied to all service areas but varies by type of service, risk group and year. 

  

The trend analysis included a review of health plan claims experience data through February 

2017.  Based on this information, estimates of monthly incurred claims were made through 

December 2016.  The claims cost and trend experience was reviewed separately by service area, 

type of service and risk group.  The service area trends were then combined into a statewide 

average using a weighted average formula with estimated incurred claims as the weights. 

 

Exhibit A provides a summary of the FY2014, FY2015, FY2016 and FY2017 trends by service 

area, type of service and risk group.  The FY2017 trend represents the trend during the period 

September 2016 through December 2016.  All trends have been calculated as the average cost 

per member per month during the specified time period compared to the average cost during the 

same time period from the prior year.  For example, the FY2016 trend is calculated as the 

average cost per member per month during FY2016 divided by the average cost per member per 

month during FY2015.  

 

All trends have been adjusted to remove the impact of the various provider reimbursement 

changes that have impacted the program.  These adjustments are made for all items that have 

materially impacted historical costs and have distorted the trend from one time period to the next.  

For example, the carve in of mental health rehabilitation services and targeted case management 

on September 1, 2014 distorts the FY2015 trend given that the carve in of these services 

increases the average cost.  As a result, the FY2015 observed trends were adjusted to remove the 

impact of the increased cost associated with these services to ensure the average cost during 

FY2014 and FY2015 are based on comparable services and reimbursement levels and the 

underlying trend is calculated. 

 

On Exhibit A, the service area trends have been combined into a statewide weighted average by 

weighting the service area specific trends by each areaôs proportion of the total incurred claims.   

 

The FY2017 trend assumptions were developed from two components: (i) the actual estimated 

trend for the period September 2016 through December 2016 and (ii) the projected trend for the 

period January 2017 through August 2017.  The trends for the final eight months of FY2017 

were projected using statewide experience from FY2014 (3/10 weight), FY2015 (3/10 weight), 

FY2016 (3/10 weight) and 9/2016-12/2016 (1/10 weight).  The weighting of each time period 

was based on the number of months within each time period.   

 

The FY2018 trend assumptions were then developed from a simple average of the FY2014, 

FY2015, FY2016 and FY2017 trends. Exhibit B provides a summary of the statewide average 

trends by type of service and risk group for FY2014, FY2015, FY2016 and the first four months 

of FY2017.  In addition, the exhibit includes the trend assumptions developed based on the 
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described methodology for FY2017 and FY2018. 

 

The IDD risk group was new to managed care effective September 1, 2014. As a result, there is 

limited historical information available to evaluate the acute care trends for this population.  

Given the limited data availability we have assumed the IDD trends will be comparable to the 

average Medicaid Only OCC trend assumptions discussed above.  Based on an analysis of the 

limited trend information available on the IDD population this appears to be a reasonable 

assumption.  As additional IDD claims data becomes available in future time periods, the trend 

information will be analyzed and we anticipate estimating separate trend assumptions for this 

risk group. 

 

The nursing facility risk groups were new to managed care effective March 1, 2015.  Given the 

limited information available regarding acute care trends under managed care for this risk group 

we have selected the Medicaid Only HCBS risk group trend assumptions as a reasonable 

estimate of the acute care trend.  The HCBS population most closely matches the nursing facility 

risk group since one of the HCBS eligibility criteria is that the member has a nursing facility 

level of care need. 

 

The trend assumption for nursing facility services was developed from an analysis of nursing 

facility claims previously paid by the fee-for-service program.  Nursing facility claims were 

reviewed for claims incurred during the period September 2010 through December 2014 and 

paid through February 2015.  Trends for FY2012, FY2013, FY2014 and FY2015 were developed 

based on a comparison of the average nursing facility claims per member per month incurred 

during each fiscal year.  The FY2015 trend was estimated as the average trend during the first 

four months of the fiscal year compared to the same time period in the prior fiscal year.  The 

impact of provider reimbursement changes were accounted for and removed from the trend 

analysis.  Exhibit C provides a summary of the average adjusted trends net of reimbursement 

changes by service area during these four fiscal years.  The nursing facility trend assumption is 

defined as the average trend during these four fiscal years, with equal weighting applied to each.  

This is the same methodology and trend assumption used during the FY2017 rate development. 

As additional nursing facility claims data provided under managed care becomes available in 

future time periods, the trend information will be analyzed and we anticipate estimating separate 

trend assumptions for this risk group and type of service. 

 

Although the acute care medical trends were reviewed by component, a single acute care trend 

assumption was selected and applied in aggregate. The MCO is paid a single capitation rate that 

does not vary by medical component.  Splitting the analysis into separate components does not 

add any additional accuracy to the analysis but could increase the probability of distortions in the 

projection due to reporting differences among fiscal years, small sample sizes in a given category 

of service, or variations in the trend projections that could emerge for a category.  There is 

significant interaction amongst all categories of service as MCOs may shift cost away from 

inpatient toward outpatient and looking at an individual category in isolation could lead to 

overgeneralizations.   

 

Use of the aggregate trend captures all interactions between categories of service, including the 

ongoing shifts that occur, and is reflective of the expected level of trend in future periods.  

Because historical trends are adjusted to account for provider reimbursement changes, the 

primary driver of the trend assumptions is utilization changes.  As a result, we have not
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separated the trend assumption into separate utilization and inflation components. Rather our 

trend combines the full impact of inflation, utilization, changes in mixes of services and all other 

cost drivers into a single assumption. 

 

Although trends were reviewed at the SDA level, it was determined that a statewide average 

trend is appropriate as the long term variation in average trends among the service areas is 

relatively small.  SDA trends will continue to be monitored in future rate developments.   

 

Trend Analysis - Pharmacy 

 

The rating methodology uses assumed pharmacy trend factors to adjust the base period 

(CY2016) claims cost to the rating period (FY2018).  The trend rate assumptions were developed 

by the actuary based on an analysis of recent pharmacy claims experience under the 

STAR+PLUS program and the actuaryôs professional judgment regarding anticipated future cost 

changes.  The trend rate assumptions vary by risk group but are the same for all service areas. 

 

The trend analysis included a review of STAR+PLUS utilization and cost experience data paid 

through March 2017.  Utilization (days supply per member) and cost per service (plan payments 

per days supply) statistics were developed by risk group and drug type (brand, generic and 

specialty) through February 2017.  From this experience, the average annual utilization and cost 

per service were determined for each of the five 12-month periods ending February 2017. 

 

Only those drugs covered under the capitated arrangement are included in the trend analysis.  

Anti-viral agents used for the treatment of Hepatitis C virus and the drug Orkambi are not 

included in the analysis as those drugs are carved out of the managed care contract.  In addition, 

experience for the drugs Tamiflu and Makena were removed from our trend analysis.  Tamiflu 

was removed due to the significant variation in the intensity of flu season from year to year.  

Makena was removed due to its one-time distortion of pharmacy trends for pregnant women.  

Please note that while excluded from the pharmacy trend analysis, the historical claims for 

Tamiflu and Makena were included in the base period experience used in developing the 

pharmacy component of the rates. 

 

The STAR+PLUS pharmacy trend assumptions for the remainder of FY2017 and all of FY2018 

were developed by risk group using the following formula.  For the OCC and HCBS risk groups, 

the utilization and cost per service trend assumptions were set equal to one-sixth of the 

experience trend rate for the 12-month period ending February 2015 plus two-sixths of the 

experience trend rate for the 12-month period ending February 2016 plus three-sixths of the 

experience trend rate for the 12-month period ending February 2017.  For the IDD and NF risk 

groups, since they only entered STAR+PLUS in September 2014 and March 2015, respectively, 

their trend assumption is based solely on the most recent 12-month period.  The final cost trend 

assumptions were then determined by applying the assumed utilization and cost per service 

trends by individual drug type to actual experience for the 12-month period ending February 

2017 and combining the results into a single trend assumption for each risk group. 

 

Exhibit D includes a summary of the STAR+PLUS pharmacy trend analysis and the derivation 

of the trend assumptions used in the rating analysis. 

 

Information on the medical and pharmacy trend assumptions for the MBCCP population can be 

found in Attachment 11. 
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Attachment 5 

 

Provider Reimbursement and Benefit Revisions Effective During FY2016, FY2017 and FY2018 

 

This attachment presents information regarding rating adjustments for the various acute care 

provider reimbursement and benefit revisions that became effective (or will become effective) 

after the base period used in rate setting and before the end of FY2018. 

 

All adjustments have been calculated through an analysis of health plan encounter data repriced 

using the old and new reimbursement terms and the impact determined as the relative change in 

cost.  For each adjustment, the applicable FY2016 encounter data was repriced using the FFS 

reimbursement in place during FY2016, the FFS reimbursement that will be in place during 

FY2018 and the applicable percentage change determined.   

 

During FY2016 and FY2017 several hospitals have had their inpatient Standard Dollar Amount 

(SDA) revised as a result of annual reevaluations. Exhibit A presents a summary of the 

derivation of the rating adjustment factors. 

 

Beginning May 1, 2013 HHSC implemented revisions to hospital reimbursement to account for 

Potentially Preventable Readmissions (PPR).  The reimbursement reductions amount to 1-2% 

depending on a hospitalôs performance during the evaluation time period and can change from 

one fiscal year to the next.  A new PPR reduction list will become effective September 1, 2017.  

As a result, the adjustment factors shown in Exhibit B represent the restoration of those 

reductions that were in place during FY2016 net of those reductions that will be in place during 

FY2018.   

 

Effective March 1, 2014 HHSC implemented revisions to hospital reimbursement to account for 

Potentially Preventable Complications (PPC).  The reimbursement reductions amount to 2-2.5% 

depending on a hospitalôs performance during the evaluation time period and can change from 

one fiscal year to the next.  A new PPC reduction list will become effective September 1, 2017.  

As a result, the adjustment factors shown in Exhibit C represent the restoration of those 

reductions that were in place during FY2016 net of those reductions that will be in place during 

FY2018.   

 

Effective December 15, 2016 HHSC made revisions to the reimbursement for certain speech, 

physical and occupational therapy services.  Further revisions for these services will be effective 

September 1, 2017.  Exhibit D presents a summary of the derivation of the rating adjustment 

factors as a result of the aggregated changes. 

 

Effective December 1, 2017 HHSC will make revisions to the therapy policies which will impact 

the reimbursement for therapy services provided by an assistant.  Therapy assistant services will  

be reimbursed at a rate that is 85% of the therapy fee schedule.  Prior to May 1, 2016 the 

appropriate modifier used to identify therapy services provided by an assistant was not included 

in the submitted encounter data.  As a result of this data limitation, the impact of this policy 

change has been determined by evaluating therapy assistant utilization as a percentage of total 

during the period May 1, 2016 through August 31, 2016 and assuming this is representative of 

the entire base period.  Exhibit E presents a summary of the derivation of the rating adjustment 

factors.
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Effective February 1, 2017 HHSC revised the fee schedule for diagnostic radiology services, 

which includes hospital outpatient diagnostic radiology services.  Fee schedule changes varied 

for professional, urban hospitals and rural hospitals.  Exhibit F presents a summary of the 

derivation of the rating adjustment factors. 

 

Effective October 1, 2016 HHSC implemented reimbursement changes for various procedure 

codes associated with labor and delivery surgery.  The impact of these changes is insignificant on 

the STAR+PLUS program. 

 

Invalid clinician administered drugs (CAD) have been removed from the base period.  HHSC has 

provided guidance to the MCOs which specifies the reporting requirements for a CAD to be 

considered a valid claim.  Those claims not meeting these requirements are assumed to be invalid 

and have been removed from the rating analysis.  Exhibit G presents a summary of the derivation 

of the rating adjustment factors.   

 

On January 1, 2017, the NorthSTAR program which was a managed care program for the 

delivery of mental health services in the Dallas SDA was discontinued. As a result, behavioral 

health services previously carved out of the STAR+PLUS program for the Dallas SDA became 

capitated services like all other STAR+PLUS SDAs.  As a result of data issues, the most recent 

complete, credible data for the NorthSTAR program that the Department of State Health 

Services (DSHS) could provide the actuaries was FY2013.  Exhibit H presents a summary of the 

derivation of the rating adjustment factor in the Dallas SDA.  The adjustment was calculated by 

comparing FY2013 NorthSTAR claims to all other STAR+PLUS claims in the Dallas SDA and 

assuming a comparable distribution moving forward.  In aggregate, the resulting adjustment is 

around $50 pmpm which was compared to the behavioral health services reported for the non-

Dallas SDAs in the STAR+PLUS program.  The other SDAs reported average behavioral health 

costs that ranged from $21-75 with the overall average around $48.  Given that the FY2013 data 

produces a result that is within the range of the other SDAs, we believe this to be a reasonable 

proxy until actual utilization data is available.  As behavioral health claims data emerges for the 

Dallas SDA this assumption will be reevaluated and updated with actual STAR+PLUS claims 

data for future rate developments.   

 

Base period data has been analyzed and costs for members age 21 to 64 with an IMD stay in 

excess of 15 days in a month have been removed from the analysis.  The rating adjustment 

factors were estimated by the following steps: 

 

1. Identifying a list of all members age 21-64 who had an IMD stay in excess of 15 days in 

a month. 

 

2. For these members and their applicable eligibility month, collect all IMD and non-IMD 

claims. 

 

3. Remove these claims from the base period via the adjustment factors presented in Exhibit 

I.1 for medical and Exhibit I.2 for pharmacy. 

 

Due to the availability of encounter data on which IMD utilization was identified, the pharmacy 

rate adjustment was calculated using FY2016 (September 1, 2015 through August 31, 2016) 

data.  While CY2016 serves as the base period for the pharmacy rate development, due to the
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relatively small impact of this adjustment we believe it is reasonable to assume that the FY2016 

data is representative of CY2016. 

 

Additional IMD utilization statistics: 

 

Age 

# of Unique 

Members # of Months 

Range of 

Months 

Average 

Months Admits Days 

Average 

LOS 

>21 6,581 8,157 1-8 1.2 12,074 110,713 9.2 

 

Overall, the impact of IMD utilization for members ages 21-64 is very small in the STAR+PLUS 

program.  Total expenditures were $51.8 million during the base period which is approximately 

0.8% of total medical claims.  The average cost per day at the IMD facilities was compared to 

the average cost per day for similar services at non IMD facilities and it was noted that, while 

IMDôs were slightly less costly on average, the resulting difference was immaterial in the overall 

STAR+PLUS program. As a result, no further adjustment was deemed necessary to the IMD data 

other than removing those expenditures for members who had an IMD stay in excess of 15 days 

in a month. 

 

Effective September 1, 2017 FQHC wrap payments will be carved out of managed care.  HHSC 

is developing policy language to ensure that FQHCs are reimbursed their full encounter rate; 

however, the MCOs will only be responsible for reimbursing the FQHC an amount no less than 

the rate paid to non-FQHC providers providing similar services.  This adjustment was calculated 

by repricing all FQHC claims to the corresponding fee-for-service equivalent using the Medicaid 

fee schedule by procedure code.  The difference between the full encounter rate and the fee-for-

service equivalent is assumed to be the wrap payment which will be carved out and paid outside 

the monthly capitation rate based on an HHSC-approved methodology.  Exhibit J presents a 

summary of the derivation of the rating adjustment factors.   

 

For ease of reporting purposes, the numerous provider reimbursement adjustments described 

above have been consolidated in the community rating exhibits included in Attachment 3.  The 

key below includes a description of where each adjustment has been included in Attachments 3. 

 

Heading Attachment 5 Exhibits 

 

Acute Care ï Non Inpatient 

 

D, E, F, G, H, I.1 and J 

 

Acute Care ï Inpatient A, B, and C 

  

Please note that the incurred claims reported on Attachment 5 are developed from the FY2016 

detail encounter data which only includes claims paid through November 2016.  As a result, the 

incurred claims reported on Attachment 3 vary slightly from Attachment 5 amounts for several 

reasons including: (i) Attachment 3 incurred claims include claims paid through February 2017, 

(ii) Attachment 3 incurred claims include a small amount of IBNR and (iii) certain subcapitated 

expenses provided by affiliated providers are included in Attachment 3 incurred claims but not 

available in the detailed encounter data files.  As noted on pages 1-3 of this report, multiple data 

sources were used in the rate development process with each being checked for consistency.  The 

detail encounter data is necessary for the adjustment factors detailed in this attachment as it is the 

only data source that provides information at the claim level allowing for the repricing of 
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claims under varying reimbursement levels. 

 

All adjustments were calculated independently by both HHSC and the Rudd and Wisdom 

actuaries to ensure consistent results. 

 

The FFS data readily available for the MBCCP population does not provide procedure code or 

provider identification level of detail.  Due to these data limitations, the impact of the rate 

adjustments listed above could not be calculated for the expansion MBCCP population. As a 

result, the rate adjustments for this population are assumed to be equal to the average rate 

adjustments for the Medicaid Only OCC and HCBS risk groups as calculated for the existing 

STAR+PLUS population.  We believe this is a reasonable estimate of the impact of the various 

reimbursement changes as these populations most closely match MBCCP members.  
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Attachment 6 
 

Long Term Care Reimbursement Adjustments 

 

This attachment presents information regarding rating adjustments for the various long term care 

provider reimbursement and benefit revisions that became effective (or will become effective) 

after the base period used in rate setting (FY2016) and before the end of FY2018. 

 

Effective June 1, 2015, Texas implemented a Community First Choice (CFC) initiative that 

expanded access to certain habilitation and attendant care services.  As a result, certain 

STAR+PLUS members became eligible for long term care services which they were not 

previously eligible for.  The CFC uptake has been increasing since the effective date and the 

FY2016 base period did not fully reflect the ultimate impact of the increased utilization.  In order 

to properly account for CFC, we have analyzed the number of CFC members by health plan and 

service delivery area during the period June 2015 through December 2016.  During the early 

months of FY2016 the CFC uptake was slowly ramping up before reaching a steady state in late 

FY2016 into early FY2017.  In order to estimate the impact of CFC on the STAR+PLUS 

program, we have recalculated the attendant care cost for each health plan by applying the CFC 

utilization during the period September 2016 through December 2016 to the FY2016 base period 

and determined the difference. 

 

The attached exhibit presents a summary of the derivation of the adjustment factors.   
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Attachment 7 
 

Removal of STAR+PLUS Members Under Age 21 

 

Effective November 1, 2016 all STAR+PLUS members under age 21 were removed from the 

STAR+PLUS program and moved to the STAR Kids managed care program.  This change only 

impacted the Medicaid Only OCC risk group.  The impact of this eligibility change was studied 

by comparing the average base period cost of STAR+PLUS members over and under age 21.  

Exhibit A provides the development of the adjustment factors applied to the medical rating and 

Exhibit B provides the development of the adjustment factors applied to the pharmacy rating. 

 

The calculation of the medical adjustment factor includes both acute care and long term care 

claims and has been applied equally to both components of the rate development. 

 

The adjustment factor is a function of both the average cost differential between the age groups 

and the relative proportion of the population within each.  Service areas such as Harris and 

Hidalgo where the under 21 population made up a large percentage of the total have larger 

adjustment factors than the other service areas. 
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Attachment 8 
 

Carve In Relocation Services 

 

The Health and Human Services Commission (HHSC), on behalf of the Department of Aging 

and Disability Services (DADS), currently has 6 contractors to develop and implement relocation 

services to assist Medicaid eligible nursing facility residents to relocate from nursing facilities to 

community-based settings.  Relocation contractors must provide relocation assistance to 

Medicaid eligible nursing home residents seeking to relocate to a community-based setting of 

their choice.  Effective September 1, 2017 these services will be carved into the STAR+PLUS 

program. 

 

The estimated impact was derived from estimating the average relocation cost per member per 

month spread across the Nursing Facility risk groups.  Cost breakdown was not available by 

service area therefore the average statewide amount had been calculated and applied uniformly.  

This adjustment has been included in the rate development as an addition to the service 

coordination amounts included in Attachment 3. 

 

The current relocation services total cost is approximately $5,000,000.  Dividing this by the 

projected nursing facility enrollment of roughly 652,000 results in a per member per month add 

on of $7.67 which only applies to the Nursing Facility risk groups.   
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Attachment 9 

 

Acuity Risk Adjustment ï Acute Care 

 

The rate setting methodology incorporates a risk adjustment technique that is designed to adjust 

the base community rate in each service area to reflect the health status, or acuity, of the 

population enrolled in each health plan.  The purpose of acuity risk adjustment is to recognize 

the anticipated cost differential between multiple health plans in a service area by analyzing the 

health status of their respective memberships.   

 

This analysis is performed by the University of Floridaôs Institute for Child Health Policy 

(ICHP) through their role as the EQRO.  ICHP uses the Chronic Illness and Disability Payment 

System (CDPS) model to perform the acuity analysis.  Exhibit A provides a brief description of 

the CDPS analysis as provided by ICHP in their summary report. Exhibits B-D present a 

summary of the risk adjustment analysis results by risk group.  All information was provided by 

ICHP and reviewed by the actuary for reasonableness.  

 

The column titled Case Mix on the chart is the risk adjustment factor.  It is the ratio of the 

predicted average cost of the individual health planôs membership divided by the predicted 

average cost of the entire service areaôs membership.  The risk adjustment factor is applied to the 

acute care portion of the community rate for each health plan and risk group.   

 

If necessary, an additional adjustment was made to the risk adjustment factors to ensure that, in 

total, they produce the same premium as the community rates (budget neutral).  Exhibit E 

summarizes the raw, unadjusted risk adjustment factors (case-mix), the budget neutral 

adjustment applied equally to each risk group within each service area along with the resulting 

adjusted risk adjustment factors which are used to calculate the risk adjusted community rates. 

 

Due to the relatively small size of the Medicaid Only Nursing Facility risk group no acuity risk 

adjustment has been applied to this population.  

 

 

 

 

 

 

 

 





http://cdps.ucsd.edu/
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Attachment 10 

 

Acuity Risk Adjustment ï Long Term Care 

 

Over the past two years HHSC has formed a workgroup with the MCOs, the EQRO and Rudd 

and Wisdom to study the impact of acuity on long term care costs.  This study involved a review 

of long term care acuity models utilized by other states, the availability and quality of long term 

care related diagnostic information and the relative differences in cost among the MCOs within 

each service area.  It was determined that the acuity difference resulting from long term care 

service needs is best evaluated through a combination of medical diagnostic information and 

functional assessment data.  Functional assessment data includes a review of the activities of 

daily living (ADLs) ï bathing, dressing, eating, etc.  Information on ADLs is collected by HHSC 

and the MCOs through the ongoing assessment process utilized to determine eligibility for 

waiver services.  Although this data provides thorough, meaningful information on an individual 

memberôs functional status it was determined that (a) it is not readily available for a large 

percentage of STAR+PLUS members and (b) it is not currently available in a consistent format 

that could be readily utilized for acuity evaluation.  Although HHSC and the MCOs are 

continuing to pursue the collection of this information it was determined that it would not be a 

sufficient source for the FY2018 acuity analysis. 

 

As an interim step, HHSC developed a long term care acuity model that measures the relative 

acuity among the health plans within a service area by analyzing the relative percentage of 

unique members who utilize Personal Attendant Services (PAS). PAS accounts for 86% of all 

long term care services for the OCC and HCBS risk groups and is the greatest indicator of 

relative cost for a given population.   

 

Using the FY2016 encounter data, HHSC identified the following statistics for each MCO within 

each service area: 

1. Total number of unique members during FY2016. 

2. Total number of unique PAS utilizers during FY2016. 

3. Percentage of unique members utilizing PAS during FY2016. 

 

Data was collected separately for the following risk groups: 

1. Medicaid Only OCC 

2. Medicaid Only HCBS 

3. Dual Eligible OCC 

4. Dual Eligible HCBS 

 

The relative acuity of each MCO within each service area was then defined as: 

 

  MCO % of unique members utilizing PAS 

  SDA % of unique members utilizing PAS 

 

An MCO that enrolls a higher percentage of member who utilize PAS than the overall SDA 

average has an acuity score greater than 1.0. 

 

Exhibit A provides a brief description of the HHSC analysis as provided by HHSC in their 

summary report. Exhibits B-E present a summary of the long term care risk adjustment analysis 
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results by risk group.  All information was provided by HHSC and reviewed by the actuary for 

reasonableness.  

 

Given that this is the first year that risk adjustment has been applied to the long term care 

component of the premium we have applied a 75% credibility factor to the calculated risk scores. 

As the impact of acuity on long term care costs are studied further and the model is refined, we 

expect that a greater level of credibility will be applied in future years. 

 

The credibility weighted acuity factors were calculated as: 

 

  .75 x risk score + .25 x 1.0 

 

If necessary, an additional adjustment was made to the credibility weighted risk adjustment 

factors to ensure that, in total, they produce the same premium as the community rates (budget 

neutral).  Exhibit F summarizes the raw, unadjusted risk adjustment factors, the budget neutral 

adjustment applied equally to each risk group within each service area along with the resulting 

adjusted long term care risk adjustment factors which are used to calculate the risk adjusted 

community rates. 

 

This long term care acuity model does not impact the nursing facility risk groups since attendant 

care is not a significant cost for these populations.  The impact of relative acuity differences on 

the nursing facility populations is continuing to be studied but no adjustments will be made for 

the FY2018 premium rates. 

 

The long term care acuity model combines the experience for the Dual Eligible STAR+PLUS 

risk groups and the Dual Eligible Demonstration population to develop a single long term care 

risk adjustment factor for each dual eligible risk group. 
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Attachment 11 

 
Medicaid Breast and Cervical Cancer Program (MBCCP) Rate Development 

 
Effective September 1, 2017 members in the Medicaid Breast and Cervical Cancer program 

(MBCCP) will begin receiving their Medicaid services through managed care.  Rudd and Wisdom 

worked closely with HHSC to collect a list of Medicaid IDs for members enrolled in the MBCCP 

program during the period September 1, 2012 through February 28, 2017.  Using this ID list, HHSC 

collected all claims data for these members during their applicable eligibility periods from internal 

data warehouses.  All data was checked for reasonableness by comparing the data collected by 

multiple internal groups for different analyses.  Data was collected independently by HHSC 

Actuarial Analysis and HHSC System Forecasting.  There was reasonable consistency between the 

multiple data sources and the collected data was assumed to be reasonable and appropriate for the 

FY2018 rate development calculations. 
 

The actuarial model used to develop the MBCCP premium rates follows very closely to the 

model described throughout this report for the existing STAR+PLUS population with the 

exception that historical fee-for-service data was used in place of managed care data which is not 

yet available.  Below is a description of the trend, benefit and provider reimbursement 

adjustments, managed care discount and administrative provisions included in the MBCCP rates. 

 

Trend Factors - Medical 

 

The trend assumptions are based on an analysis of historical MBCCP trends under the existing 

FFS program.  The medical trend development followed the exact same methodology as that 

described in Attachment 4. The chart below summarizes the historical medical trend and the 

FY2017 and FY2018 trend assumptions    

 

Historical Trend 

 FY2014 3.5% 

FY2015 -3.4% 

FY2016 -2.1% 

9/16-12/16 13.5% 

Average 0.7% 

  Trend Assumption 

 FY2017 5.0% 

FY2018 0.7% 

 

Trend Factors ï Rx 

 

Pharmacy trend assumptions for the MBCCP expansion population were determined through a 

review of historical trends for the MBCCP population under the fee-for-service program.  The 

same methodology described in Attachment 4 for the existing STAR+PLUS populations was 

followed including an analysis of pharmacy trends through February, 2017.  Based on this 

analysis, a single statewide annual pharmacy trend assumption (21.2%) was developed for the 

period March 2017 through August 2018.  
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The derivation of the MBCCP pharmacy trend assumption is provided in Exhibit C. 

 

Provider Reimbursement Adjustment 

 

The types of adjustments for benefit and provider reimbursement changes are the same as those 

detailed in Attachment 5.  The adjustment factors used for the MBCCP rate development are the 

SDA average of the factors for the Medicaid Only (OCC and HCBS) risk groups as previously 

described.  Due to lack of detail data on which to calculate the exact impact of the various 

provider reimbursement changes, the STAR+PLUS average adjustment for the Medicaid Only 

populations is assumed to be a reasonable proxy of the impact on the MBCCP population. 

 

The following adjustments are not applicable to the MBCCP rate development: 

¶ CAD removal ï invalid CADs are rejected in the FFS program and therefore not 

included in the base period data. 

¶ Makenna adjustment ï this primarily impacts the adult risk groups in STAR and is 

insignificant for the MBCCP population. 

 

Unlimited Scripts Adjustment 

 

Adults (clients age 21 and over) in Medicaid FFS have a three prescription per month limit while 

those adult clients in STAR+PLUS have unlimited prescriptions.  The vast majority of MBCCP 

clients are adults and, with the move to STAR+PLUS, will no longer have a three script limit.  In 

order to recognize the increase in benefit (and cost) for MBCCP clients moving from FFS to 

managed care we developed the adjustment factor described in this section. 

 

In order to evaluate the cost impact of moving to unlimited prescriptions, we reviewed the 

experience of adult SSI clients who moved from FFS to managed care effective March 1, 2012 in 

the MRSA areas for STAR and the El Paso, Hidalgo and Lubbock areas for STAR+PLUS.  

Exhibit D presents a summary of our analysis.  We assumed that moving from a three 

prescription limit to unlimited prescriptions would increase the per-capita pharmacy cost for 

MBCCP clients by 20%. 

 

Managed Care Discount Factor - Medical 

 

In developing the FY2018 projected claims, we have assumed that the base period per-capita 

claims cost for FFS clients will be reduced by 8.4% under managed care.  The 8.4% assumption 

was developed by evaluating past managed care expansions as well as the unique characteristics 

of the MBCCP program. 

 

The MBCCP population is unique because there is no group currently under managed care that 

matches the demographic make-up of this group.  Various managed care programs in Texas 

cover a range of Medicaid eligible members including children (STAR), disabled adults 

(STAR+PLUS), Foster Care Children (STAR Health) and disabled children (STAR Kids); 

however, no single population exactly matches the MBCCP group which includes characteristics 

of many of these programs.  Based on studies of a variety of recent populations that shifted 

between fee-for-service and managed care, the cost differential between the programs has ranged 

from 8% to 10%. 
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An additional analysis was performed to estimate the savings necessary such that the cost under 

the STAR+PLUS model for the MBCCP population (including administrative expenses and risk 

margin) would be the same as the projected FY2018 gross cost under the FFS model. 

 

To determine the managed care efficiency factor necessary in order to satisfy our breakeven cost 

criteria, we must solve the following equation for X. 

 

$1,691.78 + $4.25 pmpm = $1,691.78 pmpm (1-X) + $18.00 pmpm 

                       (1 - 5.75% - 1.75%) 

 

  $1,691.78 = statewide average FY2016 MBCCP cost 

  $4.25 = high level estimate of internal administrative costs associated with FFS 

  $18.00 = fixed administrative cost under STAR+PLUS 

  5.75% = variable administrative cost under STAR+PLUS 

  1.75% = risk margin under STAR+PLUS   

 

Therefore, in order for the gross cost under STAR+PLUS to be the same as the projected gross 

cost under the FFS model, the FFS claims cost would need to be discounted by 8.4%. 

 

Given that the 8.4% breakeven estimate is within the range of the managed care savings 

calculated for other Medicaid populations we believe it is reasonable and appropriate to assume a 

savings of 8.4% for medical services under managed care for the MBCCP population. 

 

This assumption will be reevaluated as actual managed care experience becomes available for 

the MBCCP population in future rate developments. 

 

Managed Care Discount Factor - Rx 

 

All of the MBCCP clients included in the base period experience were in the FFS plan.  The 

pharmacy component of the rating analysis includes an adjustment factor to recognize the 

difference in pharmacy reimbursement between FFS and managed care.  Actual FFS pharmacy 

experience from the base period was re-priced using average managed care pharmacy 

reimbursement provisions.  Exhibit E of this attachment presents the derivation of the adjustment 

factor. 

 

The managed care discount factor in this case is 1.005, i.e., the managed care cost is estimated to 

be 0.5% higher than the FFS cost.  The main reason why the managed care cost is estimated to 

be higher is that the FFS plan experienced a significant reduction in pharmacy reimbursement in 

June 2016.  

 

Administrative Fees, Service Coordination and Risk Margin 

 

The rating methodology includes the same provision for health plan administrative services, risk 

margin, and taxes as the existing STAR+PLUS program as described in Section IV.  In addition 

to administrative fees, the FY2018 MBCCP rates include a provision for service coordination in 

the amount of $30.00. This was determined based on a review of the average service 

coordination expenses per member per month for the OCC and HCBS risk groups.  The MBCCP 

population will receive a level of service coordination that is comparable to the OCC and HCBS 

risk groups which we have concluded is a reasonable proxy for the service coordination cost for 
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for this new population.  As actual service coordination experience is collected under managed 

care for the MBCCP population, this assumption will be updated in future rate developments.  

 

Summary 

 

The attached exhibits present a summary of the MBCCP community rating exhibit for each 

service area split between medical (Exhibit A) and pharmacy (Exhibit B).  FY2018 premium 

rates will vary between service delivery areas but will be the same for all health plans within a 

given area. 
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Attachment 12  

 

Community First Choice Initiative (CFC) 

 

Effective June 1, 2015 Texas began providing CFC services to individuals who: 

¶ have a physical or intellectual disability,  

¶ meet categorical coverage requirements for Medicaid or meet financial eligibility for 

home and community based services, and  

¶ meet an institutional level of care.  

 

The CFC services include: 

¶ Help with activities of daily living and health-related tasks through hands-on assistance, 

supervision or cueing. 

¶ Services to help the individual learn how to care for themselves. 

¶ Backup systems or ways to ensure continuity of services and supports.  

¶ Training on how to select, manage and dismiss attendants. 

 

CFC Rate Adjustment 

 

Attachment 6 details the rate adjustment applied to the FY2016 base period to account for the 

increased utilization associated with the CFC program.  As discussed in Attachment 6, although 

implemented June 1, 2015, the uptake of CFC services increased throughout the FY2016 base 

period before reaching what appears to be a level, steady state in late FY2016 and early FY2017. 

As a result, the FY2016 base period has been adjusted to the expected level of utilization that 

will be experienced in FY2018.  This adjustment was developed by analyzing utilization during 

the period September 2016 through December 2016 and recalculating the FY2016 attendant care 

costs assuming this level of utilization during the entire FY2016 base period    

 

CFC Eligible Enhanced Match 

 

As a result of CFC, Texas is eligible for an enhanced federal match rate on all CFC eligible 

services.  The calculation of the CFC portion of the rate has been divided into two components 

(1) increased cost associated with CFC rate adjustment and (2) CFC eligible services included in 

the STAR+PLUS base period. 

 

1.  Increased Cost Due to CFC Rate Adjustment 

 

The increased cost resulting from CFC rate adjustment has been determined by comparing the 

long term care component of the STAR+PLUS premium rates with and without the CFC 

adjustment factors as discussed in Attachment 6.  Exhibit A compares the FY2018 long term care 

rates pre and post CFC adjustment and indicates the cost increase associated with this CFC 

adjustment factor. 

 

2. CFC Eligible Services Included in STAR+PLUS Base Period 

 

The majority of the CFC eligible services and members have already been included in the base 

period and require no further adjustments to calculate the FY2018 premium rates.  The following 
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steps were used in order to determine the portion of the premium associated with these services 

which is eligible for the enhanced match rate: 

 

a. Collect a list of CFC eligible members which were enrolled in STAR+PLUS during 

FY2016. 

b. Using the detail encounter data, summarize all Personal Attendant Services (PAS) 

utilized by the CFC eligible membership. 

c. Determine the PAS utilization as a percentage of total long term care claims during 

the FY2016 base period. This calculation is shown in Exhibit B. 

d. Apply the CFC eligible PAS percentages calculated in Exhibit B to the long term care 

portion of the premium to estimate the CFC portion of the premium. This calculation 

is shown in Exhibit C.  

 

The total portion of the long term care premium rate eligible for the enhanced federal match is 

equal to the sum of those amounts calculated for the two components discussed above.  Exhibit 

D provides the sum of the two components calculated in Exhibits A and C and represents the 

total FY2018 STAR+PLUS rate eligible for the enhanced federal match. 

 

The implementation of CFC did not impact the Nursing Facility, IDD or MBCCP risk groups.  

The CFC portion of the total premium is $0.00 pmpm for these populations.   
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Attachment 13 

 

Network Access Improvement Program (NAIP) 

 

Effective March 1, 2015 several health plans implemented programs aimed at improving 

network access for Medicaid members.  The NAIP is designed to further the state's goal of 

increasing the availability and effectiveness of primary care for Medicaid beneficiaries by 

incentivizing various institutions to provide quality, well-coordinated, and continuous care. The 

NAIP is intended to achieve the following objectives regarding health-related institutions (HRI): 

 

¶ Improve the availability of and Medicaid access to primary care physicians.  This 

program may also target specialist physicians willing to provide a medical home to 

managed care members with special needs and conditions, and advanced practice 

registered nurses (APRNs) and physician assistants (PAs) practicing under the 

supervision of an HRI staff provider. 

 

¶ Enhance the coordination and continuity of services and quality of care of Medicaid 

managed care members who receive primary care services through those physician 

practices. 

 

¶ Increase access to primary care in these settings, underscoring the importance of primary 

care residency programs and influencing future physician participation. 

 

¶ Promote provider education on Medicaid program requirements and the specialized needs 

of Medicaid recipients. 

 

¶ Measure progress through increased primary care access and physician compliance with 

selected quality objectives, to be determined later. 

 

The NAIPs were developed independently by various managed care organizations and providers.  

The NAIPs outline the services to be provided by the providers, measurements to evaluate their 

effectiveness and the cost to be paid by the managed care organizations.  Once agreed upon by 

the MCOs and providers, the NAIP arrangements were reviewed by HHSC program staff for 

quality and content.  HHSC program staff then provided the actuary with the contracted financial 

arrangements agreed to between each MCO and provider.  The actuary used this information to 

prepare the NAIP portion of the premium.  

 

The NAIP amounts impact the following STAR+PLUS risk groups equally as the contracted 

costs between the participating MCOs and providers are not delineated by risk group but are 

applicable to the entire population: 

 

Å Medicaid Only ï Other Community Care (OCC) 

Å Medicaid Only ï Home and Community Based Services (HCBS) 

Å Intellectual and Developmentally Disabled over age 21 ï IDD >21 

 

The NAIP amounts are not applicable to the Dual Eligible, Nursing Facility or MBCCP risk 

groups.  
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The attached exhibit summarizes each of the NAIPs by health plan, service area and program.  

The participating provider has been removed from the file in order to maintain the privacy of 

these negotiated arrangements. 

 

No additional NAIP arrangements have been permitted since those in place during FY2017 nor 

have the MCO and providers been permitted to negotiate financial terms that differ from those 

currently in place.   
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Attachment 14 

 

Quality Incentive Payment Program (QIPP) 

 

Effective September 1, 2017 HHSC will implement the Quality Incentive Payment Program 

(QIPP) which is designed to incentivize nursing facilities to improve quality and innovation in 

the provision of nursing facility services, using the CMS five-star rating system as its measure of 

success. 

 

QIPP is open to two classes of facilities: non-state government owned nursing facilities and 

private nursing facilities. Payments from managed care organizations to qualified nursing 

facilities will be made based on improvement on specific quality indicators. 

 

Attachment A is a detailed summary of the QIPP which HHSC provided to CMS during the 

development phase. 

 

Attachment B provides a summary of the QIPP add on amounts by service delivery area.  The 

QIPP program impacts members in both the STAR+PLUS and Dual Demonstration programs. 

As a result, the eligible expenditures are spread across the two programs based on total 

membership within the nursing facility risk groups.  
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Attachment 15 

 

Pay for Quality Program 

 

The Pay-for-Quality (P4Q) Program creates incentives and disincentives for managed care 

organizations based on their performance on certain quality measures. Health plans that excel on 

meeting the measures are eligible for a bonus while health plans that donôt meet their measures 

are subject to a penalty. 

 

The table below provides a description of the at risk and bonus measures for the 2018 calendar 

year. 

 

At-Risk Measures 

Source Measure Description Data Period 

3M Potentially 

Preventable 

Emergency 

Room Visits 

(PPVs) 

Hospital emergency room or freestanding 

emergency medical care facility treatment 

provided for a condition that could be provided 

in a nonemergency setting 

Jan. 1 - Dec. 31 

measurement year 

HEDIS Appropriate 

Treatment 

for Children 

with Upper 

Respiratory 

Infection 

(URI) 

Percentage of children 3 months - 18 years of 

age who were diagnosed with upper respiratory 

infection and were not dispensed an antibiotic 

prescription on or three days after the episode 

July 1, prior year - 

June 30, 

measurement year 

HEDIS Prenatal and 

Postpartum 

Care (PPC)* 

¶ Timeliness of Prenatal Care: the percentage 

of deliveries that received a prenatal care 

visit as a member of the organization in the 

first trimester or within 42 days of 

enrollment in the organization 

¶ Postpartum Care: the percentage of 

deliveries that had a postpartum visit on or 

between 21 and 56 days after delivery 

November 6, prior 

year - December 

31, measurement 

year 

HEDIS Well Child 

Visits in the 

First 15 

months of 

Life (W15)* 

Percentage of members who turned 15 months 

old during the measurement year and who had 

six or more well-child visits with a PCP during 

their first 15 months of life 

October 1, two 

years prior - 

December 31, 

measurement year 

Bonus Pool Measures  

Source Measure Description  

3M Potentially 

preventable 

admissions 

(PPAs) 

Hospital admission that may have been 

prevented with access to ambulatory care or 

health care coordination. 

Jan. 1 - Dec. 31 

measurement year 
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CMS Low Birth 

Weight 

Percentage of live births that weighed less 

than 2,500 grams (5.51 pounds) 

Jan. 1 - Dec. 31 

measurement 

year 

CAHPS Children 

with good 

access to 

urgent care 

Percent of caregivers who, when surveyed, 

responded their child always got urgent care for 

illness, injury or condition as soon as needed 

Surveys 

conducted 

between Jan. 1 - 

Dec. 31 

measurement year 

CAHPS Adults rating 

their health 

MCO a 9 or 

10 

Percent of adult members who rated their MCO 

a 9 or 10 (on a scale of 0-10) when surveyed 

Surveys 

conducted 

between Jan. 1 - 

Dec. 31 

measurement year 

 

The medical P4Q program assesses MCOs based on three categories:  

¶ Performance Against Benchmarks 

¶ Performance Against Self (comparison of an MCO's performance to their prior year 

performance) 

¶ Bonus pool measures 

The performance against self and performance against benchmarks measures are the at-risk 

components of the program: MCOs can lose money based on their performance on these 

measures. Utilizing both the performance against self and performance against benchmarks 

rewards high performing MCOs while still incentivizing improvement regardless of current level 

of performance. The total percent capitation earned/lost for each at-risk measure in a program is 

added to determine the total capitation earned/lost for each MCO across all at-risk measures for 

that program. 

 

The bonus pool measures provide an additional way for MCOs to earn rewards, without the risk 

of losing money. Bonus pool measures encourage improvement in new areas with no financial 

risk to the health MCOs. 

 

Three percent of the MCOs' capitation is at-risk. The MCO's at-risk capitation is distributed 

equally across the at-risk measures. Some HEDIS quality measures have submeasures. The 

capitation at-risk for that measure will be divided evenly across the submeasures. 

 

The maximum bonus or penalty in the P4Q program is 3.0%; however, the typical results are far 

below these limits. 

 

Historically the impact of the P4Q program on total premium has been immaterial.  HHSC 

performed simulations on the FY2015 managed care data based on the updated criteria and the 

average impact by MCO was less 0.1%.  As a result, we do not believe the P4Q program has a 

material impact on the premium rate development. 
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Attachment 16 

 

FY2018 STAR+PLUS Rate Certification Index 

 

The index below includes the pages of this report that correspond to the applicable sections of 

the 2017-2018 Medicaid Managed Care Rate Development Guide, dated April 2017. 

 

Section I.  Medicaid Managed Care Rates 
 

1. General Information 

 

A. Rate Development Standards 

 

i. Rates are for the period September 1, 2017 through August 31, 2018 

(FY2018). 

 

ii.  (a) The certification letter is on page 16 of the report. 

 

(b) The final capitation rates are shown on pages 14-15 of the report. 

 

(c) Not applicable. 

 

(d) (i) See pages 1 and 4 through 6 of the report. 

 

 (ii) See page 1 of the report. 

 

 (iii) See page 1 of the report. 

 

(iv) Inclusion of the MBCCP population is the only eligibility change that 

will impact the rate development. Description of the rate development for 

this group is found in Attachment 11. 

 

(v) Pages 223-225 (NAIP), 226-231 (QIPP) and 232-233 (P4Q). 

 

 (vi) Not applicable. 

 

iii.  Acknowledged. 

 

iv. Acknowledged. 

 

v. Acknowledged. 

 

vi. Acknowledged. 
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vii.  Acknowledged. 

  

viii.  Acknowledged. 

 

B. Appropriate Documentation 

 

i. Acknowledged. 

 

ii.  Acknowledged. 

 

iii.  See pages 213 through 222 of the report. 

 

iv. Not applicable. 

 

v. Not applicable. 

 

2. Data 

 

A. Rate Development Standards 

 

i. (a) Acknowledged. 

 

(b) Acknowledged. 

 

(c) Acknowledged. 

 

(d) Not applicable. 

 

B. Appropriate Documentation 

 

i. (a) See pages 1 through 3 of the report. 

 

ii.  (a) See pages 1 through 3 of the report. 

 

(b) See pages 2 through 3 of the report. 

 

(c) See pages 2 through 3 of the report. 

 

(d) Not applicable. 

 

iii.  (a) Base period data is fully credible. 

 

(b) See page 4 of the report. 

 

(c) No errors found in the data.
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(d) See pages 140 through 171 of the report. 

 

(e) Value added services and non-capitated services have been excluded from 

the analysis. 

 

3. Projected benefit Costs and Trends 

 

A. Rate Development Standards 

 

i. Acknowledged. 

 

ii.  Acknowledged. 

 

iii.  Acknowledged. 

 

iv. Acknowledged. 

 
v. See pages 141 through 142 and pages 159 through 162 of the report.  

 

vi. See page 142 of the report.  

 

B. Appropriate Documentation 

 

i. See pages 14 through 15 and Attachment 1 pages 18 through 37 of the report. 

 

ii.  See Attachment 3 pages 45 through 125 of the report.  There have been no 

significant changes in the development of the benefit cost since the last 

certification. 

 

iii.  (a) See Attachment 4 pages 126 through 139 of the report. 

 

(b) See Attachment 4 pages 126 through 139 of the report. 

 

(c) See Attachment 4 pages 126 through 139 of the report. 

 

(d) See Attachment 4 pages 126 through 139 of the report. 

 

(e) Not applicable. 

 

iv. Not applicable. 

 

v. The STAR+PLUS program stipulates the following provisions related to in 

lieu of services: 
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- The MCO may provide inpatient services for acute psychiatric 

conditions in a free-standing psychiatric hospital in lieu of an acute 

care inpatient hospital setting.  

- The MCO may provide substance use disorder treatment services in a 

chemical dependency treatment facility in lieu of an acute care 

inpatient hospital setting. 

- For individuals between the ages of 21 and 64, services are provided in 

IMDs only in lieu of an acute care hospital setting. IMD services for 

individuals under age 21 and age 65 and over are covered pursuant to 

the Texas state plan.   

 

The cost for in lieu of services are not tracked from other services and are 

included in the rate development and are not treated differently than any other 

category of service.  Historically these services have made up less than 1.0% of 

total base period claims.  

 

vi. (a) Restorative enrollment can occur when an individual is deemed to have 

been Medicaid eligible during a prior period.  If the individual was eligible for 

and enrolled in Medicaid managed care during the prior six months, then the 

individual is retrospectively enrolled in the same managed care plan as their 

prior enrollment segment.  The managed care plan is then retrospectively 

responsible for all Medicaid expenses incurred during this retrospective period 

and is also paid a retrospective premium for this time period. 

 

(b)  All claims paid during retroactive enrollment periods are included in the 

base period data used to develop the FY2018 premium rate. 

 

(c) All enrollment data during retroactive enrollment periods are included in 

the base period data used to develop the FY2018 premium rate. 

 

(d) No adjustments are necessary to account for retroactive enrollment periods 

because the enrollment criteria has not changed from the base period to the 

rating period.  All retroactive enrollment and claims information has been 

included in the base period data, the trend calculations an all other adjustment 

factors. 

 

vii.  See Attachments 5 through 8 pages 140 through 171 of the report.  

 

viii.     See Attachments 5 through 8 pages 140 through 171 of the report.  

 

4. Special Contract Provisions Related to Payment 

 

A. Incentive Arrangements 

 

i. Rate Development Standards










